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At the Fifth Session of the Contracting Parties to the 
General Agreement on Tariffs and Trade, a code of 
standard practices was adopted which, if followed by 
governments, would reduce the uncertainties and hard- 
ships to merchants resulting from the changing opera- 
tion of trade and exchange controls. Mr. Wyndham 
White, exercising the function of Executive Secretary to 
the Contracting Parties, has stated that it is understood 
that the adoption of the recommended practices cannot 
constitute additional obligations imposed upon contract- 
ing parties and that individual governments must be left 
to decide how best to apply these standards to their own 
procedures. The code is as follows: 


1. The grant of an import license should imply that 
the necessary foreign exchange will be obtainable if 
applied for within a reasonable time. When both import 
licenses and exchange permits are required, the opera- 
tion of the two requirements should be coordinated. If 
more than one rate of exchange applies in payment for 
imports, the import license or exchange permit should 
indicate the type of exchange which will apply in the 
settlement of the particular transaction. 


2. Any new or intensified restrictions on importation 
or exportation should not apply to goods shown to the 
satisfaction of the control authority to have been en 
route at the time the change was announced or to have 
been paid for in substantial part or covered by an ir- 
revocable letter of credit. 


3. Goods proven to have been covered by adequate 
confirmed prior order at the time new or intensified 
restrictions are announced, and not marketable elsewhere 
without appreciable loss, should receive special consider- 
ation on an individual case basis, provided their delivery 
can be completed within a specified period. Such goods, 
as well as those covered under paragraph 2, should be 
accountable against any import or export quota or ex- 
change allocation that may have been established for 
that particular class of goods. 


4. The administrative formalities in connection with 
the issuance of import and export licenses or exchange 
permits should be designed to allow action upon appli- 
cations within a reasonably short period. A license or 
permit should be valid for a sufficient period to allow 
for the production and delivery of the goods, taking 
into account the character of the goods and the condi- 
tions of transport from the country of origin. The con- 
trol authorities should not withdraw licenses or permits 
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unless they are satisfied that exceptional circumstances 

necessitate such action, and should give sympathetic con- 

sideration to requests for renewal or revalidation of 
licenses or permits when exceptional circumstances pre- 
vent their utilization within the original period. 

5. Under a system involving the fixing of quotas for 
particular classes of goods or of allocations of exchange 
in payment for them, any period that may be set, within 
which applications for such quotas or allocations must 
be made, should be sufficient to allow for the exchange 
of communications with likely foreign suppliers and the 
conclusion of purchase contracts. 

6. When foreign products subject to quantitative 
limitations are apportioned among importers largely in 
the light of their past participation in the trade, the con- 
trol authorities, at their discretion and without undue 
prejudice to the interests of established importers, should 
give consideration to requests for licenses or permits 
submitted by qualified and financially responsible new- 
comers. 

7. If an assurance regarding the issue of an import 
license is required as a condition of consular legalization 
of shipping documents in the country of exportation, a 
reliable communication giving the number of the import 
license should suffice. 

8. The authority given to customs officials should be 
adequate to allow them, at their discretion, to grant 
reasonable tolerance for variations in the quantity or 
value of individual shipments as delivered from that 
specified in the prior import or export authorization, in 
accordance with the character of the product involved 
and any extenuating circumstances. 

9. Where, owing to exceptional and unforeseen bal- 
ance-of-payment difficulties, a country is unable to pro- 
vide foreign exchange for imports immediately payment 
becomes due to the supplier, transfers of foreign ex- 
change in respect of goods already imported or licensed 
for importation should have priority over transfers in 
respect of new orders, or should at least have a definite 
and equitable share of the total amounts of foreign ex- 
change currently available for imports. 

Source: The Contracting Parties to the General Agree- 
ment on Tariffs and Trade, Standard Practices 
for Import and Export Restrictions and Ex- 
change Controls, Geneva, Switzerland, Decem- 
ber 27, 1950. 
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Mr. E. R. Black, president of the International Bank 
for Reconstruction and Development, stated on January 
31 in a press conference in New York that the Bank con- 
templates no early market action, but may borrow $50 
million to $100 million within the next few months. In 
order to avoid needless interest payments, only the 
actual needs of the Bank will be covered by its borrow- 
ings, but, if conditions warrant, the Bank may enter the 
market two or three times a year. Mr. Black pointed 
out that, although the Bank’s available funds are almost 
all committed, they are far from fully employed, since 
borrowers have drawn only a portion of the loans made 
by the Bank; the Bank thus has almost $450 million in 


Premium Gold Sales 


The Times reports increased activity in international 
free gold markets. Over the past month premium sales 
to Middle and Far Eastern countries have been excep- 
tionally heavy and, when allowance is made for gold 
which goes into hoards, for gold manufactured in 
Europe and producing countries, or for gold used in 
other ways which are not easily visible, there can have 
been very little net accretion to monetary gold stocks. 
The amount of newly-mined gold for monetary use is 
indeed still large, since it includes some 60 per cent of 
the South African output and virtually the whole output 
of Canada, Australia, British West Africa, and Southern 
Rhodesia; on the other hand, the Bank of France is 
reported to have sold gold fairly freely at open market 
prices, and a few other monetary authorities have sup- 
plied the market in a more limited way. The recent 
revival of demand has restored the open market price 
to about the level to which it had risen immediately 
after the invasion of South Korea; it is now about $42 
per ounce. 

The South African Chamber of Mines is reported to 
be asking for a higher premium; revenue from premium 
sales, which was only about £100,000 in the second 
quarter of 1950, rose to over £500,000 in the third 
quarter and then to nearly £840,000 in the last quarter. 
The net premium collected in the last quarter appears to 
have been about 5 per cent after allowing for handling 
charges, which would not be considerable. There has, 
however, subsequently been a further increase in the 
premium price, which, if maintained, could mean an 
addition of up to about 8 per cent to the gross revenue 
of the South African mines. 


Source: The Times, London, England, January 29, 1951. 


Europe 


EPU Operations in December 


The operations of the European Payments Union in 
December showed a tendency toward more balanced 
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cash or investments in U.S. Treasury obligations. He 
added that discussions of loans totaling $200 million to 
$250 million were going on. 

Most of the funds needed by the Bank will be raised 
in the United States, but flotations are also being con. 
sidered in Switzerland and Canada. A management, 
sponsoring, and selling group of about 400 banks and 
investment firms has been formed for the absorption 
and distribution of new bond offerings. The central man. 
agement group will consist of ten banks and twenty. 
two investment banking houses. Bond issues will have 
maturity terms related to the average maturity of a little 
more than sixteen years of loans extended by the Bank, 







transactions. The countries that had deficits in Decem- 
ber were the same as in previous months but the magni- 
tude of the deficits in most cases was much less than 
had been recorded earlier, except in July; and the same 
is true for the countries showing surpluses. (For details 
of EPU procedures, see this News Survey, Vol. III, pp. 
9, 17, 142.) 

Germany continued to be the most important debtor, 
her deficit increasing by 32.5 million EPU units, com- 
pared with an average monthly deficit in July-November 
of more than 60 million. By the end of December, her 
cumulative accounting deficit was 356.7 million units, 
which was 36.7 million units in excess of her quota. The 
deficit was covered by the special additional credit 
facilities granted to Germany last November (see this 
News Survey, Vol. III, p. 167). Thus far, Germany has 
paid EPU an additional 12.2 million units in gold, 
which makes the total amount of German gold payments 
equal to 140.2 million units. 

The Netherlands also continued to be a chronic debtor, 
reporting a 12.1 million unit deficit in December, which 
was, however, less than the average monthly deficit of 
19 million units for the preceding five months. Her 
net cumulative accounting deficit for the period July- 
December rose to 77.9 million units. The over-all deficit 
actually reported was 107.9 million units, but 30 million 
was covered by initial credit balances. Until the end of 
November, the Netherlands’ deficit had remained within 
the limits of the first tranche of her quota (65 million 
units), so that no gold payments were required. 
deficit rose beyond that limit in December, however, 80 
that gold payments are now required for 20 per cent of 
the part of the deficit which exceeds the first tranche. 
Hence, of the total deficit of 77.9 million units, 75.5 mil- 
lion units were covered by credits granted by EPU and 
2.4 million by gold payments by the Netherlands to EPU. 

Norway’s deficit of 14 million units was twice the 
monthly average deficit reported for the previous five 
months. Her cumulative net accounting deficit by the 
end of December was 51.1 million units, covered by 
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Norway’s initial credit balance (60 million units). 

A deficit of 13.8 million units reported by Jtaly brought 
her cumulative net accounting deficit to 30.9 million 
units, which was covered entirely by credit granted by 
EPU. Italy is now approaching the limit of 41 million 
units, when gold payments will begin. 

The United Kingdom and France continued to be the 
major creditors; however, the surpluses reported by both 
for December were smaller than for most of the previous 
months. France’s surplus of 34 million units raised her 
cumulative net accounting surplus to 212.4 million units, 
which was covered by the credit of 158.2 million units 
granted to EPU and by gold received equivalent to 54.2 
million units. France’s surplus for some time has ex- 
ceeded the first 20 per cent of her quota, and she is now 
entitled to gold payments for 50 per cent of any surplus 
beyond that limit. 

The U.K. surplus for December was 45.7 million units, 
and her cumulative net accounting surplus by the end 
of that month, 283.0 million units, of which 247.5 mil- 
lion was covered by credit granted to EPU, and 35.5 
million units by gold received. The U.K. cumulative 
surplus since the beginning of EPU has actually been 
much greater, but it was first covered by the U.K. initial 
debit balance of 150 million units and by the use of 
existing resources. 

For December, Belgium-Luxembourg together reported 
a surplus of 14 million units, in comparison with an 
average monthly surplus of little more than 1 million 
units for the previous five months. Thus by the end 
of December the cumulative net accounting surplus was 
21.8 million units; however, this was still within the 
limit of the initial debit balance that Belgium-Luxem- 
bourg has to grant to other EPU members, and thus did 
not result in any credit of Belgium-Luxembourg with 
EPU or gold receipts. 

Sources: Neue Ziircher Zeitung, Zirich, Switzerland, 
January 20, 1951; The Journal of Commerce, 
New York, N.Y., January 23, 1951; The Econo- 
mist, London, England, January 27, 1951. 


U.K. Rearmament Program 


The Prime Minister announced on January 29 that the 
U.K. defense budget will amount to £4,700 million over 
the next three years, an increase of £1,100 million over 
the estimate made in September 1950. Expenditure in 
1951-52 will be more than 50 per cent above that in 
1950-51, and will total about £1,300 million without 
taking into account stockpiling requirements. By 1953-54 
U.K. output of tanks and combat aircraft will be four 
times the present level, though this production program 
is dependent upon the receipt of raw materials and of 
machine tools from other countries. The Prime Minister 
stated that new financial measures and material controls 
will be introduced to check civilian consumption. 

Supplementary estimates of £40 million have also been 


presented to Parliament for the financial year ending 

March 31, 1951. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, February 3, 1951. 

Belgium-Luxembourg Trade 

The Belgium-Luxembourg trade deficit in 1950 was 
Bfr 15.2 billion, against Bfr 1.9 billion in 1949. Imports 
increased by 19 per cent, but the increase in exports 
amounted to only 3 per cent. The rise in imports, from 
Bfr 81.7 billion in 1949 to Bfr 97.4 billion in 1950, was 
due partly to a 5 per cent rise in import prices, but 
mainly to a larger volume of imports. The volume of 
exports expanded some 6 to 7 per cent, but prices fell 
approximately 3 per cent. This decrease, contrary to 
world trends, was largely the consequence of the 9.2 per 
cent average appreciation of the Belgian franc in terms 
of customer country currencies after the September 1949 
devaluations. 

Exports to the United States increased markedly, from 
Bfr 4.2 billion in 1949 to Bfr 7.0 billion in 1950, as a 
result of the increase in U.S. incomes and the devaluation 
of the Belgian franc in terms of dollars. Exports to 
other areas fell below 1949 levels. 

Source: The Journal of Commerce, New York, N.Y., 
January 30, 1951. 


Swedish Investment Tax 


The Swedish Ministry of Finance has proposed a tax 
on increases in inventories and on new machinery. The 
rate proposed is 10 per cent of the value of the invest- 


ments. Its purpose is to limit inflationary pressure 
through a reduction of investments. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 


way, February 1, 1951. 
Spanish Trade Policy 

The Spanish trade agreement with Sweden due to 
expire on September 30, 1950 has been extended by a 
protocol until April 30, 1951. The original agreement 
provided for Spanish exports valued at 106 million 
kronor per annum and Spanish imports valued at 94 
million kronor; the new protocol contemplates trade in- 
volving 62 million kronor of Spanish exports and 55 
million kronor of Spanish imports during a seven-month 
period. 

The first trade agreement between Spain and Norway 
since World War II was signed in the latter part of 
January. The total value of exchanges will amount to 
70 million kroner each way. 

Under a trade agreement with Pakistan signed on 
January 22, Pakistan will export to Spain 30,000 tons 
of long and medium staple cotton, 2,000 tons of cotton 
seed, 750 tons of cowhides, and 5,000 tons of jute. 
Spanish exports to Pakistan are classified in two lists. 
For the 43 items on the first list, Pakistan will grant 
import licenses to a total value of £3.1 million, including 
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£1.5 million of cotton goods and £1 million of sewing 
and textile machinery. The 35 items on the second list, of 
which details are not yet available, will be admitted into 
Pakistan without import licenses. This trade agreement 
is additional to a special jute agreement recently ne- 
gotiated in Karachi, under which 36,000 tons of Pakistan 
jute will be processed in Spanish factories. Spain will 
re-export 24,000 tons of this jute to Pakistan in the form 
of burlap bags, the remaining 12,000 tons representing 
payment for the work of manufacture. The total value 
of trade under this agreement amounts to £4 million. 
Trade negotiations with Uruguay and Turkey are also 
in progress. 
Sources: Spanish Economic News Service, Madrid, Spain, 
December 27, 1950 and January 23 and 30, 
1951. 


Spanish Conversion Loan 


A Spanish conversion operation totaling 42 billion 
pesetas, described in a decree of January 4, 1951, will 
substitute 3 new issues—a 3.5 per cent loan of July 15, 
1951, a 4 per cent loan of October 1, 1951, and a 4 per 
cent loan of December 15, 1951—for various loans 
issued since 1930. The lowest denomination of the new 
issues will be 1,000 pesetas instead of the previous 500 
pesetas. 

Sources: Spanish Economic News Service, Madrid, Spain, 
January 30, 1951; Agence Economique et 
Financiére, Paris, France, February 1, 1951. 


German Capital Formation 


While capital formation through self-financing of in- 
dustry and public investment has been very large in 
Western Germany since the currency reform of June 
1948, the volume of private investment funds available 
on the capital market has remained very small. In 1950, 
when the national income reached an estimated DM 75 
billion, savings deposits increased by only about 
DM 800-900 million. 

The DM 600-700 million of new securities sold in 1950 
was even smaller than the growth of savings deposits. 
Since the currency reform, security sales have totaled 
DM 1.39 billion. (Sales before the war averaged RM 2-3 
billion per year.) Deposits in building associations 
rose from DM 230 million in 1949 to DM 500 million in 
1950. Net savings in the form of insurance in 1950 
have been estimated at about DM 500 million. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 12, 1951. 


German Unemployment 

The number of unemployed in Western Germany at 
the middle of January was 1,911,000, which was about 
70,000 below the peak level of last February and almost 
700,000 higher than the figure reported for the end of 
October 1950. Seasonal factors were responsible for an 
increase in unemployment in agriculture, construction, 
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and the production of building materials. Other cop. 
tributing factors were poor weather, and coal and ray 
material shortages which caused severe bottlenecks jp 
such important industries as iron, steel and metal pro. 
duction and processing, textiles, wood production, and 
food processing. Further increases in unemployment are 
expected until the end of February, but a decline may 
begin in March if the present shortage of coal, coke, 
and various other raw materials—partly attributed to 
import restrictions—can be overcome. 

Sources: The Financial Times, London, England, Jan. 
uary 20, 1951; Neue Ziircher Zeitung, Ziirich, 
Switzerland, January 26, 1951. 


Investment and Savings in the U.S.S.R. 

The volume of investment in the U.S.S.R. in 1949 has 
been reported at 105 billion rubles, according to Pro. 
fessor Bettelheim in the Cahiers du Musée Social. Of 
this total 25 billion rubles was made available from the 
self-financing of public undertakings. The remainder 
was from the State budget, which included 4 billion 
from the taxation of the profits of public undertakings, 
25 billion from private savings, and the receipts of the 
turnover tax. Private savings are mobilized primarily 
through State loans, and in 1949 State lottery loans were 
issued to the nominal value of 24 billion rubles. These 
loans are amortized over a period of 20 years by annual 
drawings in connection with which prizes of from 100 to 
50,000 rubles are distributed. The payment of these 
prizes means an effective interest rate of about 4 per 
cent. Subscriptions to these loans are confined to private 
individuals. The funds deposited with the State savings 
banks are at present about 15 billion rubles, and it is 
estimated that they are increasing at an annual rate of 
1 billion. The relative importance of these sources of 
saving are believed not to have changed appreciably 
since 1949, 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 5, 1951. 


Middle East 


Jordan's Sterling Balances 


Negotiations between the United Kingdom and Jordan, 
now proceeding in London, will seek a settlement of out- 
standing questions arising from the termination of the 
British mandate in Palestine. The rate of sterling releases 
during the current year and the amount of hard cur- 
rency to be allocated from the sterling area pool will 
constitute the main topics of discussion. Jordan’s sterling 
holdings are estimated to be less than £10 million. 
Source: The Financial Times, London, England, Janu- 

ary 23, 1951. 


Syria’s Foreign Exchange Assets 
Between November and December 1950, Syria’s hold- 
ings of sterling increased from £400,000 to £500,000, of 
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Belgian francs from Bfr 7 million to Bfr 10 million, and 
of Swiss francs from Sw fr 500,000 to Sw fr 700,000. Its 
holdings of U.S. dollars remained unchanged at $2 million 
and of French francs at fr 300 million. Estimates of 
invisible receipts for 1950 were about LS60 million 
(LS2.21 = US$1), of which one half came from the 
payments of foreign companies. Syria’s international 
accounts for 1950 were almost in balance. 

Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 

ary 24, 1951. 


lebanese Wheat Imports 

To combat recent increases in the domestic wheat price, 
the Lebanese Government has arranged for the speedy 
delivery of 25,000 tons of wheat purchased from France. 
The arrival of 20,000 tons of Canadian flour is expected 
in the third week of February. Wheat imports have been 
freed, but re-exports are not permitted. These measures, 
together with the readiness of the Government to sell 
wheat, have helped to stabilize domestic wheat prices. 
The Government has authorized the construction in 
Beirut of a silo with a capacity of 25,000 tons, at a cost 
of about $1.8 million; it will be ready for operation 
before the end of this year. 
Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 

ary 27, 1951. 


land Reform in fran 


A royal proclamation authorizes the distribution of 
land belonging to the Shah of Iran to farm tenants on 
a long-term easy installment basis. Proceeds from the 
sale of this property, covering 4,000 villages, will be used 
for production projects and for the establishment of co- 
operatives beneficial to farmers. 

Source: Ettéla’at, Teheran, Iran, January 30, 1951. 


Far East 
Indian Cloth Prices 


The Government of India has raised the maximum 
prices of cloth and yarn up to 15 per cent, depending 
upon the quality of the material. This has been neces- 
sitated principally by higher raw cotton prices, both 
domestic and foreign. Cloth prices in the free market are 
reported to be at a considerable premium over the Gov- 
emment’s fixed prices. 

Sources: The Times of India, Bombay, India, January 
18 and 21, 1951. 


Indian Food Rations 


Owing to the critical food situation, the Government 
of India has ordered a 25 per cent temporary cut in food 
rations, from 12 ounces to 9 ounces per adult per day. 
The Government’s food reserves declined by 1 million 
tons in 1950. 

Source: The Times of India, Bombay, India, January 20, 
1951. 


State-Owned Ceylon Textile Factory 


The first state-owned textile factory in Ceylon will 
have 25,000 spindles, 500 automatic looms, and finishing 
machinery. Four fifths of the yarn output will be con- 
sumed by the factory’s own looms, which should pro- 
duce about 14 million yards of cloth annually; the re- 
maining one fifth will go to the hand-loom industry. A 
second textile factory, which is privately owned, has some 
25,000 spindles, mostly rings, and some 670 looms. 
Ceylon’s annual cloth consumption is about 100 million 
yards. 

Source: The Journal of Commerce, New York, N. Y., 
February 1, 1951. 


Thailand Settlement of War Damage Claims 


The Government of Thailand, on the one hand, and 
the Governments of the United Kingdom, Australia, and 
India, on the other, have reached formal agreement for 
the settlement of all outstanding Commonwealth war 
claims against Thailand for a lump sum of £5,224,220. 
The Government of Burma has not participated in the 
settlement. It is expected that the lump sum will be paid 
shortly in London and that, thereafter, the Governments 
of the United Kingdom, Australia, and India will each 
arrange for the payment of awards to the claimants 
whom they have respectively sponsored. 

Source: Far East Trader, New York, N. Y., January 24, 
1951. 


Thailand Rubber Exports 


Thailand’s rubber exports for 1951 are estimated by 
the Ministry of Agriculture at 100,000 tons, the highest 
annual figure since Thailand entered the rubber trade. 
Since the end of the war, the increase in rubber exports 
has been steady: 21,072 tons in 1947; 95,255 tons in 
1948; 95,882 tons in 1949. Exports from January to 
September 1950 exceeded 81,500 tons. 

Source: Bataan and Asian Review, Washington, D. C., 
January 1951. 


Thailand-Japan Barter Trade Agreement 

The trade agreement between Thailand and Japan 
specifies that open account trade between the two coun- 
tries in 1951 will be within a total of US$110 million, 
with each country buying $55 million worth of goods 


from the other. It further specifies that trade will be 
carried on in the same manner as under last year’s 
agreement, which called for an exchange of $45 million 
worth of goods. 

Under the new agreement, rice exports to Japan will 
be increased from $36 million to $40 million, teak ex- 
ports from $1 million to $1.2 million, and castor seeds 
and oil from $625,000 to $1 million. Salt, valued at 
$1 million, will also be exported. 

Imports of railway materials from Japan will be in- 


creased from $1 million to $5 million, textile imports 
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from $16 million to $26 million, and industrial machinery 
from $3 million to $6 million. 
Source: Far East Trader, New York, N. Y., January 31, 
1951. 

Withdrawal of U.S. Deposits in China 

Under regulations announced by the Chinese Com- 
munist Government on January 15, concerning the with- 
drawal of frozen American deposits in China, any 
American private individual may withdraw any amount 
if his deposit is below Y30 million (about US$1,300) ; 
if his deposit exceeds this figure, he may withdraw 
Y10 million (about US$430) monthly. For business 
firms with deposits of less than Y500 million (about 
US$21,600), withdrawals will not be restricted. Firms 
with deposits in excess of this amount must submit their 
financial needs to the authorities, and withdrawals may be 
permitted on a monthly basis. (For details of the freez- 
ing order, see this News Survey, Vol. III, p. 217.) 
Source: Far East Trader, New York, N. Y., January 31, 

1951. 


South China Import-Export Link System 

The South China Foreign Trade Central Bureau pro- 
mulgated, on January 19, a new set of “Temporary Pro- 
visions Governing South China Foreign Trade under 
the Import-Export Link System,” to take effect imme- 
diately. The list of commodities authorized for foreign 
trade must be adhered to, and exporters have to fill in 
Application Forms for Import under Barter, for approval 
by the Bureau. Traders will be required to aim at equili- 
brium between the values of imports and exports; where 
there is an excess of imports, the balance of exports must 
be made up within thirty days. Exporters having no 
facilities for imports may transfer their import quota in 
the link system to importers. Exporters are required to 
complete their exports within thirty days after importers 
have undertaken imports. 
Source: Far East Trader, New York, N. Y., January 31, 

1951. 


United States and Canada 


U.S. Credit Policy 


New information on how opposing objectives of debt 
management and credit control limited the effective ap- 
plication of general credit restrictions in the United States 
in 1950 is provided by a Congressional committee in 
a pamphlet, “General Credit Control, Debt Management, 
and Economic Mobilization,” which brings together mate- 
rials compiled for the Joint Committee on the Economic 
Report. This reviews the history of Treasury financing 
operations during 1950, the extent of Federal Reserve 
support, and the resulting additions to commercial bank 
reserves. Analyses submitted to the Committee by 
academic economists indicate that the unrestricted ability 
of commercial banks to shift their invested funds from 


government securities into loans to the private economy 
is a basic problem. Such shifts tend to raise intereg 
rates on the government debt and to endanger the stabi. 
ity of nonbank holdings; the informal responsibility of 
the Federal Reserve Banks to support the government 
securities market at such times results in further addi. 
tions to bank lending power. 

The pamphlet also contains communications from the 
Treasury Department, the Council of Economic Advisers, 
and the Board of Governors of the Federal Reserve 
System, explaining the factors underlying their policies; 
and a statement signed by over 400 leading economists 
from outside the government service recommending post. 
ponement of unessential expenditures, sharp increases in 
taxes, and the application of general credit restrictions 
even though these involve some rise of interest rates on 
the public debt. 

Source: The Joint Committee on the Economic Report, 
General Credit Control, Debt Management, and 
Economic Mobilization, Washington, D. C, 
January 24, 1951. 


U.S. Tax Proposals 


A plan for increasing U.S. tax revenue by about $113 
billion has been submitted to Congress by the Admin. 
istration. Of the total new expected revenue, $4 billion 
would come from taxes on individuals, $3.1 billion from 
corporate taxes, $3 billion from excises, and about $1.2 
billion from other sources. The measure calls for a four 
percentage point increase in the rate of personal income 
tax for each income bracket, and an increase in the 
corporate tax rate from 47 to 55 per cent. New excises 
include a 20 per cent levy on automobiles, 25 per cent on 
other consumer durable goods, and higher rates than 
at present on liquor, cigarettes, and gasoline. Increased 
revenue from other sources would come from a reduction 
in depletion allowances for the oil and gas industries; 
taxation of retained earnings of cooperatives, mutual 
savings banks, and loan associations; higher rates for 
estate and gift taxes; and withholding income taxes on 
corporate dividend and interest payments. 

A new tax measure will probably not become law 
before the middle of the year. In order to finance the 
$16.5 billion budget deficit forecast for the fiscal year 
1952 on a “pay-as-you-go” basis, the present proposals 
will be followed shortly by requests for further tax 
increases. 

Source: The Journal of Commerce, New York, N. Y. 
February 6, 1951. 


U.S. Farm Prices 


The index of prices of farm products in the United 
States rose 5 per cent in the month ended January 15, 
to 300 per cent of the 1910-14 average; this level has 
been exceeded only in December 1947, when the index 
was 301, and January 1948, when it was 306. Increases 
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of 10 to 20 per cent were reported for hogs, potatoes, 
flaxseed, and sorghum in the month ended January 15. 
Since mid-January there have been further large in- 
creases, particularly in grain prices. In one day— 
February 1—prices of wheat rose 6 cents per bushel, 
corn and rye 3 cents per bushel, and soybeans about 
4cents per bushel. This was the day that the Commodity 
Credit Corporation (CCC) of the Department of Agri- 
culture announced the withdrawal of surplus wheat stocks 
from the market except for emergency domestic demands. 
Current wheat stocks plus anticipated acquisitions under 
the 1950 loan program are already committed either to 
fill known export demands or for the national stockpile. 
Sources: Department of Agriculture, Agricultural Prices, 
Washington, D. C., January 30, 1951; The 
Journal of Commerce, New York, N. Y., Febru- 

ary 2, 1951. 


Three-Year Defense Program in Canada 

A three-year defense program, of Can$5 billion, was 
laid before the Canadian House of Commons by the 
Minister of National Defense on February 5. Of this 
amount, about Can$1.6 billion is to be spent in the 
fiscal year 1951-52. The program calls for the sending 
of Canadian armed forces to join the Allied Forces in 
Europe, as well as for substantial aid by way of equip- 
ment and materials. In addition, the manpower needs 
of the Canadian armed services are raised from the 
present level of about 90,000 to 115,000, including about 
33,000 civilians. 
Source: Canadian Embassy, Press Release, Washington, 

D. C., February 6, 1951. 

Canadian Security Transactions 

Evidence that the speculative inflow of foreign funds 
into Canada has fallen off considerably is provided by 
November data on security transactions between Canada 
and other countries. Outstanding security sales to all 
countries were $40 million, and purchases from all coun- 
tries were $36.6 million. The net sales of $3.4 million 
compare with $17.3 million in October and $145.9 million 
in September. Net sales to the United States declined 
from $147.1 million in September and $20.4 million in 
October to $3.5 million in November. (All figures 
are in Canadian dollars.) 
Source: The Globe and Mail, Toronto, Canada, Febru- 

ary 1, 1951. 


Latin America 
Dominican Trade 


The foreign trade of the Dominican Republic con- 
tinued at a high level in 1950, with exports valued at 
the equivalent of US$83.5 million and imports at 
US$41.8 million. The favorable trade balance of $41.7 
million equaled the figure for the wartime peak of 1944. 


The value of sugar exports was $37.5 million, compared 

with $38.4 million in 1949. The value of cacao exports 

rose from $7.5 million in 1949 to $14.6 million in 1950; 

and coffee exports increased from $9.2 million to $12.3 

million. 

Source: Dominican Republic Information Center, Re- 
lease, New York, N. Y., January 1950. 


Venezuelan Development Institute Report 

The annual report of the Venezuelan Development In- 
stitute, presented on January 19, indicates that total 
assets of the Corporation at the end of 1950 were 420 mil- 
lion bolivares. Credits of almost 100 million bolivares 
were granted during the year—one third for imports of 
agricultural machinery, one third for agricultural credit, 
and one third for industrial and mining development 
programs: ~ Direct investment in industrialization reached 
112 million bolivares. Although considerable amounts 
were spent on research projects, the income of the Insti- 
tute was high enough to pay all overhead expenses, and 
to leave a net profit of more than 1 million bolivares. 
Source: El Nacional, Caracas, Venezuela, January 20, 

1951. 


Brazilian Minister of Finance 


President Vargas’ new Minister of Finance is Mr. 
Horacio Lafer, an industrialist from the State of Sio 
Paulo and until recently Vice-President of the Finance 
Committee of the Chamber of Deputies. Mr. Ricardo 
Jafet, also an industrialist from Sio Paulo, will be the 
new President of the Bank of Brazil. 

Source: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacoes Exteriores, Washington, 
D. C., January 31, 1951. 


Ecuador’s Import Controls 


To facilitate imports, Ecuador has suspended the ad- 
vance payment of the 33 per cent and 44 per cent taxes 
on the c.i.f. value of import permits (see this News 
Survey, Vol. III, p. 195). The taxes will henceforth be 
paid at the same time that payment is made for the 
merchandise. This measure, together with international 
developments and the concern among wheat-flour im- 
porters over the exhaustion of the quota assigned to 
Ecuador in the world wheat agreement, has resulted in 
a record high application for import permits. The Cen- 
tral Bank of Ecuador reports that import permits valued 
at more than US$7 million and export permits valued at 
more than US$2 million were granted in the first 20 days 
of January. 

Sources: El Comercio, Quito, Ecuador, January 26 and 
27 and February 1, 1951. 


Removal of Peru’s Import Curbs 


Peru has removed the remaining restrictions on im- 
ports from sources other than the sterling area and 
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Argentina (see this News Survey, Vol. Il, pp. 188 and 
212). The effects of this measure have been partly offset 
by the imposition of heavy taxes on luxury imports. For 
instance, there is a 25 per cent levy on automobiles 
costing 25,000 soles or more, and the rates on other items 
have been doubled. Exchange for imports can be pur- 
chased in either the exchange certificate or the free 
market. 

Source: The Journal of Commerce, New York, N. Y., 

February 2, 1951. 


Export-Import Bank Loan to Peru 


The Export-Import Bank of Washington has announced 
the signing of a credit agreement with the Cerro de Pasco 
Copper Corporation of New York City under which the 
company may draw advances up to US$20.8 million. 
The company, a U.S. corporation, will use the credit to 
purchase equipment, materials, and services in the United 
States for the construction on its property near La Oroya, 
Peru, of a zinc refinery and related facilities with a daily 
capacity of 200 tons of refined zinc. The credit will be 
repaid in 20 semi-annual installments beginning July 15, 
1956, and interest is at the rate of 4% per cent. The 
company is also investing US$9 million of its own funds 
in the project. 

The Peruvian Government recently entered into a con- 
tract with the company under which, among other things, 
the Government guarantees that dollar exchange will be 
made available for servicing the loan. 

Sources: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., February 1, 1951; 
The Wall Street Journal, New York, N. Y., 
February 3, 1951. 


Appreciation of Uruguayan Free Market Peso 


As a result of the continuous inflow of foreign capital 
into Uruguay after the outbreak of the Korean War (see 
this News Survey, Vol. III, p. 64), the value of the 
Uruguayan peso in the free exchange market has steadily 
improved. Operations in this market are limited to finan- 
cial and other invisible transactions. The rate for the 
dollar fell from 2.86 pesos on June 23, 1950 to 1.90 pesos 
on December 20, the lowest rate ever recorded. At the 
close of the week ended January 19, 1951, the free market 
rate was stabilized at 2.02 pesos to the dollar. The high- 
est official buying rate for trade transactions is 2.35 pesos. 

On December 20, the Bank of the Republic modified 
the free market rates established for other currencies to 
conform to the dollar-peso rate. These rates had been 
previously established on the basis of the 2.35 pesos 
buying rate for trade transactions. The old and the new 
rates are as follows: 


Old Rate New Rate 


Sterling .......... 6.58 pesos 5.60 pesos 
Belgian francs .... 4.70 ” J < 
Dutch florins ... d » 

Swiss francs . ” 


INTERNATIONAL MONETARY FUND 


Gold imports in 1950, as recorded in the Customs 
House statistics, amounted to about US$16.5 million, 
No information is available in regard to other forms of 
foreign capital which entered the country during this 
period. 

Source: El Pais, Montevideo, Uruguay, January 22, 195), 


Other Countries 


New Zealand and GATT 


At the fifth session of the Contracting Parties to GATT, 
New Zealand refused to sign the special exchange agree 
ment, which is required by Article XV of GATT from 
signatories who are not members of the Fund. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
December 16, 1950. 


South African Finances 


South Africa’s Minister of Finance, in introducing sup- 
plementary estimates of £4.7 million on revenue account 
and £0.3 million on loan account, said that despite this 
additional expenditure he expected the financial year 
would close with a reasonable surplus instead of the 
small deficit for which he had budgeted. The largest 
individual amount in the additional estimates was £] 
million for expenditure on the South African Air Force 
fighter squadron in Korea. 

Source: The Times, London, England, February 1, 1951. 


Caribbean Customs Union 


The British Caribbean Customs Union Commission, 
which was appointed in November 1948, urges in its re 
port now published that a customs union of all British 
territories in the area should be put into effect at the 
earliest possible moment. The main difficulty in achiev- 
ing this objective is in the loss of revenue that it would 
entail for the territories concerned, 50 per cent of which 
would result from the removal of duties on food imports 
from other members. 

Source: The Times, London, England, February 2, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





